














































































































































































































































































































































































































Again, the applicable state statutes may require that a segre-
gated contract be let for each phase of the construction work, such as
electrical, heating and ventilating, plumbing, and the like. If split
6r segregated contracts are to be let, the several contracts should
be drawn so as to provide for full coordination and reduce interference
to a minimum,

A suggested form of conmstruction contract is available through the
Regional Office for the use and guidance of the local authority. This
form contains all the applicable requirements of the Housing Act and
of the Loan and Annual Contributions Contract.

The whole question of the system of bidding and alternate bids is

discussed in considerable detail in the Design Manual, pp. « Lo~

cal authorities are particularly urged to give this discussion full
and careful consideration.

The general suggestions made in the following subsections are of-~
fered to help local authorities obtain wide competitive bidding. In-
cluded are certain USHA requirements which are necessary in order to
effect compliance with applicable provisions of the Housing Act and

of the lLoan and Annual Contributions Contract,
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52a. OPEN AND COMPETITIVE BIDDING

Any restriction as to the source of materials, equipment, supplies,
bonds, or insurance involved in the execution of a contract obviously
operates to limit open and competitive bidding and hence to increase
costs. Therefore, except to the extent required by the laws of the state
in which the public housing agency is located, no such restrictions
should be included in any of the documents upon which bids are based.

The technical specifications upon which contracts are based should
be so drafted as to secure the wideet competition possible, and should
not discriminate against any materials, supplies, or equipment suitable
for the purposes intended. To that end, and consistent with the‘objec~
tive of low development costs as required by the Act, local authorities
should, to the fullest extent possible, allow contractors the option of
using one of two or more specified materials, supplies, or items of
equipment. While it is realized that this procedure is not always
feasible and that it cannot fully supplant the practice of taking alter-
nate bids, it is nevertheless, generally productive of obtaining lower

bids.
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52t. ACCEPTANCE OF ALTERNAIE BIDS

Since the United States Housing Act in effect requires that proj-
ects be of the lowest initial cost consistent with low rents, base bids
must contemplate construction on‘that basis, and the acceptance of al-
ternate bids calling for increased expenditures cannot be justified by
the USHA in approving contract awards.

The introduction of a large number of alternate bids tends to dis-
courage bidding and hence, in effect, may increase costs. Therefore,
even alternate bids believed to be deductive should not be invited unless
there is dovbt as to whether the low base .proposal will be within the
statutory or Loan and Annual Contributions Contract limitations appli-
cable to the project. A deductive alternative bid will generally in-
volve the use of cheaper materials or methods, which in turn will nor-
mally result in a higher maintenance or operating cost, or both; con-
struction costs should therefore be substantially reduced in order to
Justify the acceptance of such an alternate.

For these reasons, the USHA is opposed tc approving acceptance of
alternate bids unless the basis for such acceptance has been determined
prior to the opening of bids igee Section 52j (5);7. Local authorities
are therefore requested to determine, prior to the opening of bids, the
amount by which the construction cost, as evidenced by the lowest re-
sponsible bdase proposal, will be reduced in order to justify the ac-
ceptance of such alternate bids. Local authorities should advise the
Regional Offices, prior to the opening of bids, of the amounts so

determined,
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52c. UNUSUAL LOCAL CONDITIONS

QOccasionally there exists a combination of circumstances under
which contractors from other localities are reluctant to compete in the
bidding, or which will limit competition between local contractors or
subcontractors. These conditions are not always openly recognized or
well understood, but are vaguely known to exist and are accepted as in-
surmountable, The USHA believes that such difficulties may often be
met if they sre recognized at a time well irn advance of advertising for
bids.

Local authorites are urged to bring to the attention of the Regional
Offices for open and frank discussion, any circumstance or combination
of circumstances which the local authority believes to be opposed to free
and open competitive bidding. The USHA will cooperate to the fullest

extent with the local authority in meeting any or all such problems.
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52d4. TIMING OF BIDS

Wherever a large volume of projects goes on the market for bids, it
is highly important that the spread be as wide as possible in order to
avoid an excessive number of bids being taken in one general locality
during the same period of time. This is a problem which individual local
authorities may not readily perceive, sinée they are primarily concerned
with their own projects. Nevertheless, each authority may be adversely
affected by voorly considered timing of bid dates over the country as a
whole.

As soon as the plans and specifications and other contract documents
have been completed, and vhen so authorized by the Regional Office the
local authority is ready to adveriise for bids. Ths local authority shall
advise the Regional Office as to the proposed time and place for receiving
bids.

The Regional Offices, working with each local authority,‘schedulb,_
well in advance, the dates when bids are to be received, and local author-
ities agree with the USHA to work to these schedules. Since these sched~
ules contemplate the widest feasible spread of bid opening dates in a
given locality, it becomes highly necessary, for the benefit of the work
as a whole, that each authority adhere closely to its own dates in the
schedule. Local authorities should therefore, before committing them-
selves to a specified date, feel guite sure that this can be met, and
thereafter should make every possible effort to meet its commitments.

The USHA will cooperate with the local authority to that end.

142001 H 369



There may be occasions when the Regional Office will find it desir-
able, for the benefit of the program in its entirety, to suggest to a
local authority that it modify the date of bid opening. ILocal authorities
are requested to cooperate in such procedure. A USHA representative will
ordinarily attend the bid opening and be available to the local authority

for advice and counsel with respect to any questions which may arise.
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52e. THE BIDDING PERIOD

Local authorities snould sllow not less than 30 calendar days for
bidding on any major construction work, and if the plans and specifica~
tions are not ready for delivery on the date of advertising, this period
should be increased so that bidders mey have the nlans and specifications
in their possession for s full 30 days.

While it is true that three or even two weeks may be an adequate
time for the actual work of taking off quantities and »reparing bids, a
longer period permits a more thorough combing of the market. Moreover,
it often havpens that contractors who would otherwise be interes;ed are
limited for time because of bidding on other work, and in such cases
they will not bid unless a generous time is allowed.

As previously suggested (see Section 48a, p. }, since the final
review of plans and specifications may not be completed by the Regional
Office until after the bidding period begins, certain addenda incorporat-
ing comments and advices may be necessary. The period of advertising for

general construction bids should be long enough to permit the issuance of

any such addenda.
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52f. BREAKING DOWN LARGE PROJECTS FOR BIDDING PURPOSES

While the USHA has cautioned local authorities as to certain dif-
ficulties incident to breaking down a project into a large number of

)e

relatively small construction contracts (see Design Manual, pp.

due consideration should be given to the fact that a large number of
housing projects going on the market during a comparatively short period
of time may limit the number of bidders who are able and willing to con-
tract for large projects. Thus, in many cases, it may be found increas-
ingly necessary to divide large projects into two or more general con-
struction parts in order to appeal to a wider range of contractors.
However, the precautions referred to in the Design Mamual should
continue to receive consideration. It is particularly important that
the subdivision not be too great; complicating alternate bids for the
whole work must, in all cases, be taken unless prohibited by applicable

state or local law.
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52g. PUBLICIZING THE ACCEPTANCE OF BIDS

The usual process of advertising for bids cannot always be depended
upon to secure the necessary publicity, and for that reason local au~
thorities are urged to make every possible effort in order to secure the
maximin number of bidders. The following are suggested as steps which
would be advisable to take in each case:

(1). Wherever there are local or nearby agencies maintaining plan
rooms, plans and specifications should be furnished to these without
charge, or on the basis of refundable deoosits. %While this does not
ordinarily produce a larger number of general contractors, such a pro-
cedure will frequently result in a greater number of sub-contract bids
to the general contractors, which, of course, tends to produce lower
figures. The deposit required on sets of plans and specifications should
always be reasonably consistent with their reproduction wvalue.

(2). VNormally it is advisable for local authorities to contact
representative organizations of contractors and of construction bond
companies. The latter may often obtain the interest of contractors in
other cities through their branch offices.

(3). Local authorities should furnish Regional Offices with a num-
ber of copies, preferably about 12, of advertisements for bids immediately
upon their publication. Where this is done promntly, the USHA will in

turn transmit bid information to national contractor organizations for
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the vurpose of helping Local authoritiss obtain a larger number of bids
through wider publicity. It should be noted, however, that the procedure
outlined in this paragraph do§s not apply to such nroposed contracts as
2rading, demolitioﬁ, kitehen equipment, and landscape work, since na-
tional contractor orgenizations have indicated that they cannot Be of
service in these connections.

(4). Tt is desirable that the advertisement for bids be published

in adjacent cities, in additiorn to publication through the local press.
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52h. WITHDRAWAL OR MODIFICATION OF BIDS

There have been cases where low bidders have sought to withdraw or
increase their bids after the bids have been opened. The usual reason
given in such cases is that an error has been made, and that as a result
the coatractor could not fulfill his contract for the amount stipulated
in the bid without suffering a loss. When such a ouestion arises, it
warrants the most careful consideration, since, on the one hand, zeneral
experience has proved that unsatisfactory results derive from construc-
tion contracts below actusl costs or even without opportunity for a
reasonable profit, while, on the other hand, bidders are under bond to
execute contracts for the amounts named in their bids, and it seems
reasonable to believe that experienced contractors will exercise the
utmost care in preparing and checking their figures.

Section 52j sets forth the USHA requirements which local authorities
should follow in determining whether or not it is equitable to permit
the withdrawal of = bid after the bids have been opened. Under no cir-
cumstances should a bidder be permitted to increase his bid after it has
been opened. If such a proposed increase is based upon proved errors,
the bid should be rejected instead, subject to the USHA requirements set

‘forth in Section 52j.
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52i. REJECTION OF BIDS

Local authorities will often be confronted with low bids from con-
tractors whom they do not believe to be financially, technically, or
otherwise qualified to perform the work. ©Such situations are somewhat
similar to those mentioned in the preceding section, and merit the same
careful consideration before action is taken. Local authorities should
be guided by the USHA requirements included in the following Section 52j

in reaching their determinations.
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52j. USHA BIDDING REQUIREMENTS

The following requirements must be met by local authorities in order
to comply with the provisions of Loan and Annual Contributions Contracts
relating to competitive bidding and award of contracts, and to comply
with the provisions of the Houslng Act requiring that projects built with
USHA aid shall not be of elaborate or expensive design or materials, and
that economy will be promoted in comstraction:

(1). All contracts for the furnishing of either labor; labor and
materials; or materials, supplies, or equipment, shall conform to the
applicable laws and/or regulations for such contracts in effect at the
time the contracts are signed, In addition to this requirement, all such
contracts involving an amount in excess of $500 shall be publicly adver-~
tised (exceot those involving personal services requiring specialized
skill and training), and the specifications for the work involved in the
contracts advertised shall be submitted to the Regional Office for review
at least three weeks prior to the date for edvertising.

(2). The specifications for all such contracts shall be drafted to
insure the widest competition possible, and no materials, supplies, or
equipment suitable for the purposes intended shall be discriminated
against, nor shall the specifications designate any preference for local
materials, eguipment, supplies, bonds, or insurance involved in the exe-
cution of such contracts unless required by the laws of the State in

which the public housing agency is located.
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(3). Local authorities shall contract for labor; labor and materi-
als; or materials, equipument, and supplies in a manner best suited to se-
cure the development of the project in the most economical manner possi-
ble. Unless otherwise required by state laws, and, except for demolition
work, landscaping, and the furnishing of those materials, supplies, and
equipment which are usually not included in normal construction contracts,
2 bid for the entire work in connection with the development of the proj-
ect shall be requested, even though bids are also requested for the same
work in parts. The work in connection with the development of the proj-
ect shall not be so divided as to place an unreasonable administrative
burden on the local suthority, nor which would intend to encourage pos-
sible collusion among bidders.

(4). Alternate bids shall be limited to the minimum required for
economical and sound construction.

(5). Bvery contract shall be awarded on the basis of the lowest bid
received from a resnonsible bidder [see Sections 52 (8) and 52j (9) for
further discussion of "responsible" bidders] as soon as practicable after
the opening of bids, unless such bid is in excess of the estimated cost
of such work, or is otherwise considered to be for an unreasonable amount.

Some local authorities have interpreted the term "iowest bid received!
s0 as to permit the evaluation of bids on a basis other than the cost of
nrocuring labor or material, or both. This interpretation cannot be ap-

proved by the USHA. The term "lowest bid received," as used in the
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requirement that all contracts shall be awarded on the basis of the low-
est bid received, means the hid which will provide the items described
in the specifications at the lowest initial cost.

To assure the award of all construction, equipment, and material con-
tracts on this basis, Regional Offices will be guided by the following
general principles in passing on proposed contract awards:

(a). The USHA will not approve any specificstions or

bid documents which contain clauses permitting an evaluation

of bids on any basis other than the cost of procuring the

labor or materials involved, or both, and will not approve

any specifications containing a multinlicity of alternates

which will permit the switching of bidders by the selection

of a particular alternate.

(v). 1If the local authority deems it necessary or ad-

visable to ask for alternate bids Lsee Sections 52b and 523

(11) j, the USHA requires, first, that a definite understand-

ing be reached by the Regional Office and the local author-

ity involved, prior to approval by the Regional Office of

the specifications, as to the basis and order of accepting

or rejecting alternates; and second, that all bidders be in-

formed of this understanding.
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If the local authority requests alternates but does not

set up in advance any basis or order to determine the selection

of alternates, the Regional Cffice will not approve any con-

tract award which is not made on the basis of the lowest ini-

tial cost obtainable under the bids received. Furthermore,

to receive USHA aporoval of the award in such a case, all

alternates which deduct from the base bid, without reducing

. the number of dwelling units, must be accepted in determining

the lowest initial cost.

(6). Experience has shown that construction, equipment, and material
contracts on which tie low bids are received from responsible bidders
should not be "split" or awarded between the bidders submitting the tie
low bids. The USHA is compelled to disapprove the proration of a contract
among responsible tie low bidders because of the effect such a proration
might have upon bidding practices.

If the local authority receives from responsible bidders two or more
tie low bids on any construction, equipment, or material contract, and
determines that the amount of such tie low bid is reasonable and should
be accepted, the local authority shall arrange a public drawing of the
names of all responsible bidders submitting tie low bids, and shall rec-
ommend the award of the entire contract to the bidder whose name is drawn.
The drawing may be witnessed by the tie low bidders or their representa-
tives. 1If so requested by any tie low bidder, the time of the drawing

shall be set in advance and due notice thereof given to all such bidders.
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If the local authority finds that the tie low bids were submitted as
a result of collusion between any of the tie low bidders, the local author
ity shall advise the Regional Office of such finding at the time the local
authority makes its recommendstion of award. The USHA may, in the event-
of tie low bids, recuire the rejection of all bids and the readvertisement
of the contract involved.

(7). Biddars shall not be permitted to withdraw their bids subse-
aquent to the tiue of opening because of an alleged mistake in the amount
of their bids unless the amount of the bids are such as to place a rea-
sonable man on notice that an error has been committed by the bidder, and
further, that an award, urder such circumstances, would be inequitable.
Where a bidder claims that a mistake has been made, the local authority
to which the bid was submitted shall require, before taking action in re-
gard to any request for the withdrawal of a Lid, the submittsl by the bid-
der of his original estimating sheets from vwhich the bid was computed, a
sworn statement to the effect that an error has been made by the bidder,
and all evidence in the possession of the bidder tending to corroborate
the claim of error.

(8). No bidder shall be vermitted by a local authority to withdraw
his bid unless the bid suhmitted is at least 10 percent lower than the
estimated cost of the work included in the contract, as prepared by the

local authority and approved by the Regional Office.
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(9). No pid shall be rejected by a local authority because of lack
of responsibility of the bidder unless one or more of the following con-
ditions is plainly evident:

(2). The bidder is not financially qualified to carry
out his contract.
(b). The bidder is not technically fitted to carry out

the prorosed work, through lack of experience, a2dequate per-

sonnel, or eguipment.

(c). The bidder has refused or failed to accept the

award of a contract tendered to hia in accordance with a bid

submitted by him.

(4). The record of the bidder in the performance of

other contracts is such as to indicate plainly that the bid-

der is not resnonsible.

(10). Before rejecting any low bidder on the basis of irresponsibil-
ity, the local authority shall make definite findings of the facts upon
which its conclusion of irresponsibility is based, and shall submit the
same to the Regional Office. IMere matiers of cpinion unsupported by any
facts evidencing the lack of responsibility of the contractor will not be
accepted as a basis for rejecting a low bidder.

(11). No contract for equipment, supvlies, or materials shall be
awarded to other than the low bidder in the interest of standardization
of equipment or materials, ultimate econuomy, or expeditious development

of the project unless the two following conditions have been met:
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(a). Prior to the ovening of bids the local authority
shall have submitted to the Reglonal Office notice of its in-
tention to take these factors into consideration in awarding
bids (such notice having set forth the differential to be used
by the local authority in determining the bidder to whom the
contract is to be awarded).

(b). The USHA must have approved, in advance of the award,
the procé&ure to be followed and the differential or formula
for determining the same [see Sections 52b and 523 (5)].

12. The USEA has the right to refuse to lend further financial
assistance in the way of the purchase of bonds or the making of annual
contributions, or both, either as to the entire project or as to the

amount of the contract invoived, in the event of a violation by a local

authority of the requirements of this Section 52j.
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52k. SUBMITT.LS REQUIRFD IN COMNECTION WITH BIDS

Upon receint of the bids, the local authority will study them and
before zwarding a contract, submit to the Regional Office the original
and four copies of a statement as to the award or awards it proposes to
mgke, including the disposition of a2lternates. With this statement
there should be included the following:

(1}. Four copies of a tabulation of bids and an analysis therea:
on the basis of the proposed award.

(2). Four copies of a comparison of the Final Estimete of Total
Development Cost as earlisr subtmitted and modified (see Section 48b,
D. ), with the computation of Total Develomment Cost and of
dwelling facilities costs per room and per unit as contemplated in the
propoced contracts. This comparison shall be based upon the proposed
awards and the estimated (or actual! costs o items not included in the
proposed awards.

4(3). Four copies of all adéeada and other information, includ-

ing drawings, issved during the hidding period.

(4). One original and three conformed copies of all bids, in~
cluding 21l forms in connection therewith.

(5). Tour copies of other pertinent information which may have
been prepared and is considered useful in reaching a determination with

regard to the award of contracts and disposition of alternates.
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53, AUARD CF COWSTRICTION AND OTH&R CCNTRACTS

e

After the local authority has submitted to the Regional Office the
items required in connection with the review of bids received (see pre~
ceding Section 52k), the Regional Office will check the bid figures
against the Final Estimate of Total Development Cost (discussed in Sec-
tion 48b, p.___ ) and against the provisions of the United States
Housing Act aué the Il.oan and Annual Contributions Contract. The Regional
Office will then notify the local authority that the proposed award is
either acceptzble, acceptable subject to certain qualifications, or not
acceptable for specified reasons.

If the proposed awari is acceptable, the local authority may execute
the contract with the successful bidder. For the vublic drawing procedure
to be followed in connecticn with two or more tie low bids, see the pre-
ceding Section 52j (6). Section 52 alsc disprsses instances where the
rejection of all bids and the readver:isement of the contract involved

may be required.

142001 H 285



]

63a. SUBMITTALS REQUIRED IN CONNECTION WITH CONTRACTS

In some instances the USHA has discovered that it does not have
available all the information which it needs to assist local authorities
in meking certain that their construction and other contracts in excess
of $2,000 are awarded and executed in a manner which makes them bind-
ing agreements. In order to make Regional Office assistance more ef-
fective in this connection, the attention of local authorities is in-
vited to the following points:

(1). Tae local authority should submit to the Regional Office
two certificl copies of the proceedings authorizing the award of con-
tracts in excess of $2,000.

(2). The local authority should also submit to the Regional Of-
fice information supporting the execution of contracts in excess of
$2,000. The proceedings authorizing the awvard of a contract may, of
course, also designate an officer to execuie the contract, and, in such
case, the proceedings submitted shouid cover the execution as well as
the award of the contract, and no additional information supporting
the execution of the contract need »e submitted. However, the by-laws
of the local authority or a general resolution thereof may designate
an officer to execute contracts., If a contract in excess of $2,000
is executed pursuant to such a by-law, the material submitted in con-
nection with the execution of such conitract should include merely a ci-
tation of the applicable by-law. If, on the other hand, a contract
in excess of $2,000 is executed pursuant to a general resolution desig-

nating an officer to execute contracts, the information submitted in
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connection with the execution of such contract should include two cér-
tified copies of the proceedings by which such resolution was adopted,
unless two or more certified copies of suci proceedings have previcusly
been submitted to the Regional Office. Proceedings previously submit~-
ted need merely be identified.

If information corresponding to that required by the foregoing
paragraphs has been, or will be, submitted with respect to a contract
in excess of $2,000 pursuant to other USHA requirements, the pro-
visions of these waragraphs shall be deemed inapplicable to such con-
tract, and no additionai information is required,

One executed counterpart of the construction contract (including
accompanyinz plans and specifications) and four conformed copies of the
executed contract (but including only two sets of plans) shall also be
furnished promptly to the Regional Office. If these copies are all
in good order, the Regional Office will return one set to the local
authority with an indicavion that tiisy are aporoved for construction.
Upon receipt of such approval by the Regional Office, the local au~
thority will, ordimarily, advise the contractor to commence work under
his contract, and the actual construciion of the project will begin.

(For detailed discussion and recommendations concerning drafting,
awarding, and administering construction contracts, see the Design

Manual, 3p. .)
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